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“A Search for Fairness in Financial Reporting 
to the Public,” Leonard Spacek, Arthur Ander­
son & Co., Chicago, Illinois, 1969. 599 pages. 
(Available at most libraries.)
Like a box of fine, very rich candy spilled 
before the reader, these addresses and papers 
tempt, then overwhelm the appetite. One can­
not devour the collection in an evening; it 
must be put aside for tastings on several to­
morrows after the first selections are savored 
and digested.
A “Search for Fairness” it is indeed. Mr. 
Spacek’s much-quoted summary in “The Basic 
Postulates of Accounting” (ARS No. 1) is ex­
panded here over a variety of accounting 
dilemmas. He talks of elusive truths; of phan­
tom profits; of specifics such as public utility 
regulation, electronic business systems, realis­
tic disclosures, earnings per share; of legal 
responsibility of the accountant; of too pon­
derous movement and professional' obsoles­
cence.
Among this taster’s choices: “We have been 
too engrossed in doing electronically—almost 
instantaneously—the same things we were pre­
viously doing manually, so that in many cases 
we have overlooked that the procedures we 
used and the information we gathered were 
designed to accommodate older, slower meth­
ods. The best route from one place to another 
may be a much different route on land than by 
air.” (Page 397)
One of many allegories in his recurrent 
theme of fairness reads: “Business is a com­
petitive effort. And there is no better way to 
destroy the good fruits of competition than to 
have an umpire who applies different rules to 
the same set of facts for one side than for the 
other.” (Page 430)
In a speech entitled “Accounting vs. ac­
counting mechanics” he says: “The accounting 
profession has literally lost itself in its own 
semantics; and ten years of debate over ac­
counting principles have failed to achieve 
significant progress in providing more reliable 
information for users of financial statements.”
Concerning accounting principles: “We as­
sert that their existence sprang from historic 
authorities, even court decisions; but authority 
without reasoning showing why an objective 
is reached is useless and no authority is worth
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the paper it is written on without reasoning 
tied to facts as they exist today.” (Page 379)
Leonard Spacek’s stature in the accounting 
profession is legendary but it is his style of 
writing with wit and pictorial reference that 
endears him to the reader. Who would not be 
intrigued by “Public Accounting—Dynamism 
or Dinosaur”? Savored through all this enter­
tainment are perspective and depth and fore­
sight that give evidence of a mind reaching 
far beyond technical excellence.
Constance T. Barcelona 
Camargo Club
“Eighteen Years of the UEC,” Louis Perridon, 
JOURNAL UEC, October 1969, January 1970.
With an increasing number of American 
firms doing business in Europe and an in­
creasing number of European firms establish­
ing plants in this country, European account­
ing practices become of greater interest to ac­
countants in the United States. Professor Dr. 
Louis Perridon, Secretary General of the UEC 
(European Union of Expert Accountants, 
Economists and Financiers) tells of the organi­
zation which was founded in March 1951. It 
brought together various professional bodies 
from approximately seventeen countries in 
Western Europe and Yugoslavia to examine 
the possibility of setting up a European or­
ganization.
The new organization was designed to ful­
fill three functions. First, the UEC had a cul­
tural aim, giving to European accountants the 
opportunity to work together to develop ac­
counting theories and techniques. Second, at 
the professional level it was to prepare tech­
nical studies aimed at maintaining high stan­
dards in training future accountants and en­
abling accountants to use their skills in other 
countries. Finally, the UEC was to promote 
student exchanges. This last objective has not 
been reached. It was also implicit in the inten­
tions of UEC’s promoters that it should make 
an effective contribution to the political union 
of Europe.
In 1951 the UEC adopted measures which 
were aimed at achieving its objectives. Thir­
teen scientific, technical, and professional com­
mittees were set up. Each committee was 
chaired by a representative from a predeter­
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mined country and each nation was responsible 
for one branch of study and coordination in 
that field. In 1965 the number of committees 
was reduced to nine.
The committees have produced several 
publications which have aroused considerable 
interest, and additional books on valuation and 
the establishment and auditing of group ac­
counts are in progress. Some of the studies in 
progress deal with problems of publication of 
financial information and the impact of tax­
ation on investment decisions. The committee 
work is made difficult partly because of the 
technicality of the questions under study and 
partly because of the variety of languages 
used.
Professor Perridon feels that much remains 
for the UEC to do, but believes that, aided by 
the experience and goodwill of all its members, 
it should be possible to achieve its original ob­
jectives.
The general theme of all UEC Congresses 
is the contribution of accountants, economists, 
and financiers to the development of the 
European economy. Within this framework, 
four subjects of present interest were discussed 
at the Sixth Congress held in Copenhagen in 
October 1969.
The participants in the first panel stressed 
the need to present accounts so that they cor­
respond to the needs of the interested parties. 
It was pointed out that shareholders do not 
constitute a homogeneous group but have dif­
ferent interests and motivations—for example, 
the private shareholders and institutional in­
vestors. The panel also discussed the respon­
sibility of accountants for the contents of man­
agement reports. Some members argued that 
the accountant cannot remain aloof; other 
members disagreed.
The second panel considered modern re­
quirements for accounts prepared for the in­
formation of management. The increase in the 
burden laid upon accounting was stressed; 
from being a tool of recording past economic 
facts, it has become a tool of management.
The third panel discussed the adaptation of 
auditing methods to recent modern develop­
ments in accounting techniques. All members 
of the panel agreed on the conception of the 
role of the auditor: the auditor controls the 
accuracy of the accounts and their compliance 
with legal provisions and he cannot certify 
the accounts unless he is convinced of the 
correctness of the statements. Members of the 
panel disagreed, however, on the impact of the 
introduction of electronic data processing upon 
auditing methods and on the training which 
the auditor must acquire and the assistance he 
can obtain from E.D.P. specialists.
The fourth panel dealt with problems con­
cerning consolidated accounts. In view of the 
growing internationalization of companies, these 
problems are of undisputed interest. Interna­
tional practice tends towards complete incor­
poration of affiliated companies and the crea­
tion of adjustments for minority interests. The 
question whether only companies belonging to 
the same sector should be consolidated so that 
the annual accounts would be “homogeneous” 
or whether companies of different sectors 
should be consolidated on the national level 
was not discussed exhaustively, but it would 
seem that the present trend is toward “hetero­
geneous” consolidations.
The article gives good insight into some of 
the problems facing European accountants, 
problems which do not seem to he so very 
different from those faced by accountants in 
this country.
Mary E. Burnet, CPA 
Rochester Institute of Technology
“Value Added Tax in the European Tax Struc­
ture,” J. A. Arnold, ACA and E. A. French, 
LLB, CANADIAN CHARTERED ACCOUN­
TANT, August 1970.
There is a growing interest in the value 
added tax (VAT) as a possible addition to this 
country’s tax structure. Hopefully the electo­
rate will have an understanding of the VAT 
before having to voice an opinion via the 
ballot. It therefore is important that ac­
countants and others be capable of informing 
the voters of the impact and implications in­
herent in a VAT system.
This well-written article illustrates how a 
VAT is levied and then proceeds to set forth 
the advantages and disadvantages of such a 
system of taxation. Because taxes affect peo­
ple, discussions of theory fall short of prac­
tice. These authors devote most of their ef­
forts to the actual implementations of the VAT 
by the countries within the European Econom­
ic Community.
France and Germany have had the longest 
experience with the VAT. Both countries use 
multiple rates to combat the regressive nature 
of the VAT. Multiple rates, exemptions, and 
modifications increase the difficulties of ad­
ministration and collection; however, these 
problems pale in light of the significance of 
the VAT in the Community—the creation of a 
sizable free trade area through the removal of 
the impact of indirect taxes.
This article is a must for anyone concerned 
with the value added method of taxation.
Dr. Marilynn G. Winborne, CPA 
University of Arizona
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“COMPUTER JOB MATCHING NOW AND 
TOMORROW, Edward P. Dear, PERSON­
NEL, Volume 47, Number 3, May-June 
1970.
Almost one-filth of America’s total work 
force will change jobs this year. This mobility 
has made the employment business big busi­
ness-private agencies have more than doubled 
since 1963. The nature of the employment 
agency has also changed to handle higher 
salaried professional personnel.
Job retrieval by computer is less than three 
years old; however, it has already had wide­
spread acceptance as an employment tech­
nique. National Personnel Associates has a 
network of 150 independent placement agen­
cies who handle professionals in a broad 
range of fields. Each of the member agencies 
has a Mark II on line remote-access com­
puter terminal in its office.
The National Registry, PICS, and NISARC 
are three computerized registers who have 
followed National Personnel Associates into 
this field. In addition, three private computer­
ized retrieval firms, GRAD, RE-CON, and 
COMPU JOB, have become factors in college 
placement. Several pilot programs are in 
progress by college placement offices who have 
adopted their own computerized methods to 
aid in their internal retrieval operations.
The author is executive vice-president of 
Employment Systems, Inc. He states that lead­
ers in the field predict that in ten years 60 
percent of all employment placements will be 
made by computerized matching.
While we all accept job mobility, if more of 
the right jobs and right people could be 
brought together in the first place, job mobility 
might be less costly.
Dr. Patricia L. Duckworth, CPA 
Metropolitan State College at Denver
TAX FORUM
(Continued from page 16)
specified amount; for foundations created be­
fore May 27, 1969, the minimum investment 
return does not apply prior to January 1, 1972. 
The expenditures must be “qualifying distri­
butions,” otherwise they do not count in deter­
mining whether or not sufficient distributions 
have been made. “Qualifying distributions” 
include those to public charities and private 
operating foundations, but not to other pri­
vate foundations. Private foundations must 
check carefully the status of the organizations 
to which it makes contributions. Other quali­
fying distributions or expenditures are those 
which are made directly for charitable pur­
poses and expenditures for assets to be used 
for charitable purposes.
The initial tax is imposed at the rate of 15% 
and is imposed annually until the undistrib­
uted income is paid out in a qualified dis­
tribution. If a deficiency notice is issued with 
respect to undistributed income, a second- 
level tax at the rate of 100% is imposed unless 
qualifying distributions are made within 90 
days after the issuance of the deficiency notice.
Taxes on Excess Business Holdings
Foundations have been used in some cases 
to maintain control of businesses, with the 
result that the charitable functions get lost in 
the press of the business management. This 
situation was not covered under the old law, 
but new section 4943 limits the business hold­
ings which a private foundation can own or 
control.
Permitted holdings are pleasured by ref­
erence to the voting stock of a corporation 
owned by the foundation in combination with 
voting stock held by any disqualified persons. 
Together, no more than 20 percent can be 
held. However, if all the disqualified persons 
own no more than 20 percent of the voting 
stock of a corporation, the private foundation 
is permitted to hold nonvoting stock. If the 
corporation is controlled by disinterested third 
persons, the combined holdings can be as high 
as 35 percent.
Taxes on excess business holdings are 5% of 
the value of such holdings at the first level and 
200% at the second level, which is imposed 
where a deficiency notice has been issued 
and the prohibited act is not corrected.
In addition to the two-level penalty taxes 
described above, a third-level sanction is im­
posed in case of willful and flagrant violations. 
The third-level sanction is essentially a ter­
mination tax which requires the repayment of 
all income, gift, and estate tax benefits which 
have ever accrued to the foundation or its 
substantial contributors or its entire net assets.
The March 1971 issue of the Tax Forum 
will cover the remaining foundation no-no’s 
—that is, prohibited investments and prohib­
ited expenditures. In the concluding install­
ment on private foundations will be summaries 
of the reporting requirements and require­
ments for exercising expenditure responsibility 
as to certain grants.
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